Internal Revenue Service Department of the Treasury

Peraon to Contacc:

Telephone Number:

.
Refer Reply tot

|
EIN: N

Dear Sir or Madamn:

We have considered your application for exemption from
Federal income tax as an organizatior described in
gsection 501(c)(4) of the Intermal Ravurue Jode of 1935. We have
aleso considered whether you qualify under section 501(c)(3) of
the Code.

on NG, yo: -ub-itted Porm 1023, Application

for Recognition of Exemption Under Section 501(e)(3) of the
Internal Revenue Code. In our letter dated NN .
we advigsed you that thies application form was not appl.cable for
a homeowners asgssociation. You then submitted Form 1024,
Application for Recognition under section 501(a) on
I ot this point your Foxm 1023 was withdrawn from
congideration, Nevertheless, this letter discursses s@ction
501(e)(3) for your information.

The information you submitted discloses that you were
incorporated under the nonprofit corporatinn laws of the State

of I .- I

You are a membership organization formed by a real ectate
developer to own and maintain comwen aress and to enforce
covengntas to preserve your development for the benefit of =a2il
the regsidents of the community,

Your membership consiets of Il homeowners. You are
financially supported by assessments of your members. Your
primary activity consists of sdmiristering and enforcing
covenants for preserving the architecture and appearance of the
housing development and owning and maintaining common
sidewalks., Thene comnmon eidewalks snd walkweys are 8ll around
one building complex.



exempt f.om incrme tax uadar secticn 501(a) snd resds, in
follown:

"(4) Civic leaguec or organizations not organized
for profir but operated exclusively Zor rhe promorion
of social welfare, or local associations of
employeeu, the nombership of whinch is limited to the
employereis of n designared pergson our persons in a
parriculur municipality, and the net earnings of
vhich are devoted exclusively to charitable,
educaticnal, or recreational purposes."

: "(3) Corporations, and anv coemrunity chest, fund,
- or foundation orgrnized and operated excluuively for
religioun, chariteble, scientific, testing for public
gsafety, 'iterary, or educationul purposes, cor to
foster national or international amateuvr spourts
competition (but only if no part of its gectivities
involve the provision of athletic facllicties or
5 equipment), or for the prevention of cruelty to
¢children or animals, no part of the net carnings of
which inures to the benefit of any private
shareholder or individual, no substantial port nf the
activities of which i8 carrying on propaganda, or
otherwise sttempting, to influence legislation,
(except as otherwise provided in subsection (L)), and
which does not participate in, or intervene in
(including the publishing or distriduting of
statements) &ny ;olitical campaign on behalF of (or
in opposition "9} any candidate for public office,”

provides tnat a civic league or organization described in

welfare of the pt

“ringing about ~ivic betterments and social improvenerts.

conmon areas of the project, as defined by State statute,
membership assessments paid Dy the unit owners does not

within the purview of section 501{c) {4).

Section 1.501(c)(4)-1(a) of the Income Tax Regulations

. Sectinn 5%1(c) of the Code describes certain organizations

part, ags

gection 501(c)(4) of the Code may be exempt if i1t js not organized
or optrated for profit and is operated exclusively for the
promotion of socisl welfare. The Regulstions describe social
welfare as promct:n;, in some way the common jood and genersl

s.e of the community., A secrion 501(c)(4)
organization is oune which is operated primarily for the purpose of

Revenue RFuling 746-17, 19674-1 C,8., 130, providee that en
organization formed by the unit owners of a ccndonminiuan housing
project to provide for the manageaent, maintenante and care of the
with thae
qualsf:
for exemption froxm Federal incone tax under section 501(c)(4) of
the Code. The services provided constitute private benefl

ts not



i |

This ruling may be distinguished from Revenue Ruling 74-%9,

, 1974-1 C.B, 131, which provides that, to qualify for exeuprion

J‘ under section 501(c)(4), a homeownere association mus® (1) serve sa
"community™ which bearas & reacouable recognizable relationship to

‘ an area ordinarlly identified aas gove-nmental, (2) not conduect

| activities directed to the exterior maintenance of private

revidences, and (3) make the common areas or facilities it owno

and waintainu avoilable for the use and enjoyment of the general
s2blie,

. The Interral Revenue 3ervice takes the position that in order
for in organizarion to qualify for exemption fromn Federal income
tax as a soclal «elfare organization descrided in

secticn 5.1(e)(4) of the Code, it must be primarily engaped in
promoting in scme vay the common good and general welfare of the
; community as & whole.,

An crganization, to be described in msection 50Ll(ec)(3), has to
be both organized and operated exclusively fcr one or more exempt
purposec,

Regulation gection 1.501(c)(3,-1(b)(1)(i) provide that an
orgenization is organized exclusively for one or more exempt
purposes only if ita articles or organieation:

(a) Limit the puroc '‘es of such organization to one
or more exempt purpece~  and

(b) Do not expresely empower the organization tu
A engage, otherwise than as an insupstanticl part of ice
v activities, in activities which in theuselves are not in
furtherance of one or nore exeapt purposes,”

fince you provide servicea to your mcmbership similar to
those described in Revenue Ruling A-!7 rather than gerve in
P a capacity asimilar to a povernmental unit as described in
: Revenue Ruling 74-929, you are not congidered to an
organization described in section 501{(c)(4) of rthe Code.

The purposss set out in your organizing document do not
fall within the purvievw of section 501(ec)(3) of the Code,
‘ therefore you dac not peet the organizational test.
{ Consequently, you do not qualify as sn organizat.ior described
! in section 501(c)(3) of the Code.

Therefore, we have concluded that you Jo not qualify tor
exemption from Federal income tax as an orjanization described in
either section 501 (e (4} or 501(c)(3) of the Code.



You are required te file Federal income tax returns annually
with your district director,

Contributions to you are not deductible under section 17C of
the Code.

As provided by aection 6104(c) of the Code and the applicable

reagulactions, the appropriate State officials are being notitied of
our deternination,

If you are in agreement with this proposed determination, we
request that you sign and return the enclosed agreement Form 6018,
Consent to Proposed Adverse Action, DPleasne note the instructions
for gigning on the reversne side of this form,

It you Aare not in agroemen® with this propoused de¢rtermination,
ve recommend that you request a hearing with cur office ¢!
kegional Director of Appecln., Your request for & hearing should
include a written appeal giving the facts, law, and any other
information to support your position as explained in the enclose!
Publicarion 892, You will then be contacted to arrange a date for
@ hearing, The hearing may be held at the office of Regicnal
Director of Appeals or, if you request, at @& mutually convenient
District Office. A self-addressed envelope is enclosed.

If we do not hear from you within 30 days from the date of
this letter, and you do not protest this proposed determination in
a timely manner, it will be considered by the Internal “evenue
Service as a8 failure to exhaust available administrative remedies
and will then become our final determination. Section 742E(b)(2)
of the Internal Revenue Code provides, in part, that, "A
declaratory judgment or decree under thic section shall rnot be
issued in eny proceeding unloss tihe Tax Court, the Claime Court,
or the district court of the United States for the Distriet of
Columbig determines that the organi:ation involved has exhausted
administrative remedies available tec it within the Internal
Revenue Service,"

Sincerely yours,

Digrricy Director

Enc¢locures:
Publication 892
Forw 6018
Self-addressed euvelope



